Tuesday 
August  12,  1980 


Part  X 

Department  of 
Agriculture 

-  Food  and  Nutrition  Service 


Food  Stamp  Program;  Verification 
Requirements 


53792 


Federal  Register  /  Vol.  45,  No.  157  /  Tuesday,  August  12,  1980  /  Proposed  Rules 


DEPARTMENT  OF  AGRICULTURE 

Food  and  Nutrition  Service 

7  CFR  Parts  272  and  273 

(Amendment  No.  179] 

Food  Stamp  Program;  Verification 
Requirements 

agency:  Food  and  Nutrition  Service. 
USDA. 

ACTION:  Proposed  rule. 

summary:  This  rulemaking  proposes 
amendments  to  the  regulations 
published  October  17, 1978  (43  FR 
47846),  concerning  the  requirements  for 
verifying  information  in  determining 
household’s  eligibility  for  food  stamp 
benefits.  The  amendments  would 
increase  State  agencies’  authority  to 
verify  information  in  a  number  of  areas. 
The  amendments  proposed  in  this 
rulemaking  would  change  the 
requirements  for  verifying  information  in 
determining  household’s  eligibility  for 
food  stamp  benefits  as  a  result  of 
changes  in  the  Food  Stamp  Act  enacted 
by  Pub.  L.  9&-249,  94  Stat.  357,  May  26, 
1980,  and  per  comments  solicited  by  a 
Notice  of  Intent  published  in  the  Federal 
Register  on  October  12, 1979  (44  FR 
58915).  The  purpose  of  this  proposed 
rule  is  to  improve  program  integrity 
without  creating  barriers  to  households 
with  a  legitimate  need  of  food 
assistance. 

date:  Comments  must  be  received  on  or 
before  October  14, 1980  to  be  assured  of 
consideration. 

ADDRESS:  Comments  should  be 
submitted  to:  Alberta  C.  Frost.  Deputy 
Administrator  for  Family  Nutrition 
Programs,  Food  and  Nutrition  Service. 
USDA.  Washington,  D.C.,  20250.  All 
written  comments  will  be  open  to  public 
inspection  at  the  offices  of  the  Food  and 
Nutrition  Service  during  regular 
business  hours  (8:30  a.m.  to  5:00  p.m. 
Monday  through  Friday)  at  Room  678, 
500  12th  Street,  S.W.,  Washington,  D.C. 
FOR  FURTHER  INFORMATION  CONTACT: 
Larry  R.  Carnes,  Chief,  Policy  and 
Regulations  Section,  Program  Standards 
Branch,  Program  Development  Division, 
Food  and  Nutrition  Service, 

Washington,  D.C.  20250.  Phone  (202) 
447-9075. 

The  Draft  Impact  Analysis  is 
available  on  request  from  the  above 
named  individual. 

SUPPLEMENTARY  INFORMATION:  This 
proposed  action  has  been  reviewed 
under  USDA  procedures  established  in 
Secretary’s  Memorandum  1955  to 
implement  Executive  Order  12044  and 
has  been  classiHed  “not  significant’’. 


Section  11(e)(3)  of  the  Food  Stamp  Act 
of  197‘7  requires  State  agencies  to  verify 
nonexempt  gross  income  along  with 
“such  other  eligibility  factors  as  the 
Secretary  determines  to  be  necessary.” 
Final  regulations  published  on  October 
17, 1978,  established  three  categories  of 
verifications:  those  that  are  mandatory 
for  all  households,  those  that  are 
mandatory  at  the  State’s  option,  and 
those  that  are  required  when  the’ 
information  is  questionable.  When  a 
household  applies  for  food  stanips.  State 
agencies  are  required  to  verify  all  gross 
nonexempt  income  (both  earned  and 
unearned),  declared  alien  status,  utility 
expenses  in  excess  of  a  utility  standard, 
medical  expenses,  and  social  security 
numbers.  State  agencies  determine  their 
own  verification  policies  regarding 
liquid  resources  and  loans  provided 
that,  at  a  minimum,  these  items  are 
verified  if  questionable.  States"  are 
allowed  to  verify  those  two  items  in  all 
cases.  Other  factors  of  eligibility  are 
verified  prior  to  certification  if  they  are 
questionable  and  could  affect  a 
household’s  eligibility  or  benefit  level. 

These  include:  (1)  household 
composition;  (2)  a  household’s  statement 
that  its  members  are  U.S.  citizens:  (3) 
tax  dependency:  (4)  deductible 
expenses:  dependent  care  costs  and 
those  shelter  costs  not  already  verified 
on  a  mandated  basis;  (5)  work 
registration  exemptions:  (6)  residency; 

(7)  identity;  and  (8)  nonliquid  resources. 
Information  on  the  application  for 
assistance  is  considered  questionable  if 
it  is  inconsistent  with  statements  made 
by  the  applicant,  inconsistent  with 
information  on  the  application  or 
previous  applications,  or  inconsistent 
with  information  received  by  the  State 
agency. 

As  noted  below,  verification 
provisions  have  been  strengthened  by 
recently  published  regulations.  State 
agencies  are  being  given  investigative 
and  deterrent  tools  to  help  reduce  error 
and  fraud. 

Food  Stamp  Program  regulations 
issued  January  31, 1980  (45  FR  7208)  set 
forth  procedures  by  which  social 
security  numbers  may  be  obtained  for 
all  food  stamp  household  members 
authorized  by  Section  4  of  Pub.  L  96-58, 
(93  Stat.  391,  Aug.  14, 1979).  That  law 
enabled  the  Department  to  require  that 
each  household  member  furnish  the 
State  agency  his/her  social  security 
^number(s)  as  a  condition  of  eligiblity. 
Use  of  a  social  security  number  is 
viewed  as  a  positive  measure  to 
counteract  underreporting  or 
nonreporting  of  income. 

With  the  social  security  number.  State 
agencies  have  the  same  access  provided 
to  the  Department  of  Health  and  Human 


Services  (DHHS)  to  infomiation 
regarding  individual  Food  Stamp 
Program  applicants  and  participants  ' 
who  receive  Supplemental  Security 
Income  (SSI)  benefits  under  Title  XVI  of 
the  Social  Security  Act,  to  the  extent 
that  the  Secretaries  of  USDA  and  DHHS 
determine  that  access  to  SSI  information 
is  within  the  purposes  set  forth  in  the 
statute.  Other  uses  that  are  consistent 
with  Federal  or  State  privacy  laws  or 
other  pertinent  legislation,  and  that 
further  administration  of  the  program, 
would  also  be  permitted.  This 
information  would  be  used  to  determine 
a  household’s  eligibility  to  receive 
assistance  and  the  amount  of  assistance, 
or  to  verify  information  related  to  the 
household’s  benefits. 

New  Legislation 

As  a  result  of  a  new  legislation,  Pub. 

L.  96-249,  the  Department  proposes  to 
allow  verification  of  eligibility  factors 
based  upon  information  obtained  from 
error-prone  profiles.  An  error-prone 
profile  is  the  product  of  a  statistical 
analysis,  based  on  statistically  valid 
data  derived  from  quality  control 
reviews,  including  audits,  or  other 
special  studies  to  identify  types  of  cases 
(i.e.,  categories  of  households)  and  types 
of  eligibility  factors  with  a  high 
probability  of  agency  or  participant 
error.  In  its  simplest  form,  a  profile  is  a 
description  of  characteriestics  which  are 
most  strongly  associated  with  errors. 
With  this  information,  certain  cases 
characterized  by  one  or  more  features 
can  be  singled  out  for  corrective  or 
preventive  action. 

The  use  of  error-prone  profiles  as  a 
verification  tool  is  not  foreign  to  the 
Food  Stamp  Program.  The  West  Virginia 
State  agency,  under  the  Food  Stamp  Act 
of  1964,  implemented  such  a  procedure 
which  resulted  in  a  substantial  decrease 
in  error  rates  and  a  subsequent  dollar 
savings. 

Section  116  of  Pub.  L.  96-249  provides 
that  States  “may  verify  prior  to 
certification,  whether  questionable  or 
not,  the  size  of  any  applicant  household 
and  any  factors  of  eligibility  involving 
households  that  fall  within  the  State 
agency’s  error-prone  household  profiles 
as  developed  by  the  State  agency  from 
the  quality  control  program  undertaken 
pursuant  to  section  16  of  this  Act  and  as 
approved  by  the  Secretary’’  (94  Stat. 
361).  The  proposed  rule  would  allow 
State  agencies  to  verify,  without  regard 
to  a  determination  of  questionable 
status,  those  factors  of  eligibility 
determined  by  a  State’s  quality  control 
analysis  to  be  statistically  subject  to 
high  rates  of  error.  This  verification 
would  be  applied  to  those  categories  of 
households  determined  to  be  subject  to 
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high  rates  of  error  with  regard  to  these 
particular  eligibility  factors. 

This  would  not  apply  to  those 
eligibility  factors  already  subjectlo 
mandatory  verification  or  those 
eligibility  factors  for  which  a  State 
option  for  expanded  verification  would 
be  provided  under  these  rules.  There 
would  be  no  need  for  a  State  to  apply  to 
FNS  for  approval  to  verify  these  factors 
based  on  an  error-prone  profile  analysis 
(that  is,  those  now  verified  on  a 
mandated  basis  or  those  allowed  at 
State  option),  because  a  State  would 
already  be  either  required  or  permitted 
to  do  so. 

Some  States  have  requested,  however, 
that  error-prone  profile  results  also  be 
used  to  permit  them  to  forego 
verification  of  particular  eligibility 
factors  for  particlular  categories  of 
households  shown  to  be  relatively  error- 
free.  Officials  from  the  West  Virginia 
State  agency,  the  State  that  has 
experience  in  successful  use  of  error- 
prone  profiles,  have  specifically  sought 
this  authority.  They  wish  to  divert 
caseworker  resources  from  areas  where 
they  are  apparently  not  needed. 
Accordingly,  the  proposed  rule  also 
allows  State  agencies  to  be  exempt  from 
requirements  to  verify  eligibility  factors 
other  than  income,  alien  status  and 
social  security  numbers  in  those 
instances  where  a  State  can  show, 
based  on  error-prone  profile  analysis,  an 
extremely  low  rate  of  error  for  specific 
eligibility  factors  with  regard  to 
particular  categories  of  households.  FNS 
approval  would  be  required  when  such 
authority  is  requested.  This  provision 
would  not  apply  to  income,  alien  status, 
and  social  security  numbers  because 
verification  of  income  is  specifically 
required  by  the  Act:  documentation  of 
alien  classification  is  the  only  feasible 
means  to  accurately  determine  program 
eligibility;  and  the  use  of  social  security 
numbers  can  be  an  effective  measure  to 
conteract  fraud  and  program  abuse. 

The  determination  that  verification 
requirements  would  be  modified  based 
on  an  error-prone  profile  would  have  to 
be  applied  on  a  imiform  basis.  The 
House  Committee  Report  observes  that 
individual  caseworkers  would  not  have 
discretion  over  these  matters  (House 
Rpt.  No.  96-788,  96th  Cong.,  2nd  Sess.,  p. 
97).  That  would  defeat  the  purpose  of 
using  the  error-prone  profiles.  However, 
this  rulemaking  proposes  allowing 
application  of  the  error-prone  profiles 
for  verification  purposes  to  particular 
project  areas,  rather  than  State-wide, 
where  a  State  can  show  that  certain 
eligibility  factors  are  subject  to  high 
error  rates  in  those  particular  localities. 
For  example,  the  quality  control  data 


may  show  that  additional  verification  of 
an  eligibility  factor  is  necessary  in  a 
large  city,  but  not  in  the  rural  areas  of 
the  same  State.  Error-prone  profiles 
applied  at  the  project  area  level  must  be 
based  on  statistically  valid  data  as  well. 
Project  areas  containing  cities  may  have 
a  large  enough  caseload  that 
statistically  valid  conclusions  can  be 
drawn  just  for  that  project  area.  The 
Department  believes  States  should  have 
the  flexibility,  in  a  situation  such  as  this, 
to  provide  for  expanded  verification  in 
an  error-prone  urban  area,  without 
burdening  recipients  and  caseworkers  in 
the  rest  of  the  State. 

The  use  of  error-prone  profiles  may 
result  in  a  number  of  benefits. 

Corrective  actions  based  on  such 
quantitative  data  analysis  may  reduce 
the  rate  of  case  and  allotment  errors  and 
ensure  that  food  stamp  benefits  are 
correctly  issued  to  eligible  households, 
thereby  reducing  both  program  and 
participant  loss.  Error-prone  profiles 
may  enable  more  effective  use  of 
administrative  resources  by  directing 
those  resources  to  areas  where  they 
may  be  most  beneficial.  These  profiles 
can  assist  the  eligibility  worker  by 
identifying  potentially  difficult  cases  at 
the  time  of  application  or  recertification, 
making  it  possible  to  take  appropriate 
preventive  or  corrective  action.  They 
can  ease  the  manager’s  job  by  locating 
weaknesses  in  procedures  which  require 
additional  training  or  supervision  of  the 
eligibility  workers.  Finally,  error-prone 
profiles  can  provide  a  way  of  evaluating 
the  effectiveness  of  specific  corrective 
actions. 

If  a  State  agency  opted  to  utilize  the 
error-prone  profile  in  the  manner 
prescribed  by  the  proposed  rule,  the 
State  agency’s  request  for  expanded 
verification  (or  for  reduced  verification) 
would  be  subject  to  FNS  approval.  This 
request  would  be  submitted  as  part  of 
the  State  corrective  action  plan  as 
specified  in  §  275.17. 

The  statute  directs  such  an  approval 
process.  The  House  Committee  Report 
states:  “Each  State’s  ph)file  would, 
before  being  applied  in  this  fashion, 
have  to  be  approved  by  the  Secretary  in 
order  to  prevent  inadvertent 
discrimination  *  *  *  or  the  creation  of 
overly  broad  profiles  casting  the 
verification  net  so  widely  so  to  cover 
most  eligibility  factors  affecting  a 
majority  of  applicant  households  *  *  *. 
The  error-prone  profile  concept  is 
intended  to  be  a  selective  tool  for  error 
control  and  not  a  trigger  for  universal 
verification"  (House  Rpt.,  p.  97). 

As  the  House  Committee  Report  goes 
on  to  explain,  the  Secetary’s  approval 
would  be  needed  both  for  the  statistical 
methodology  by  which  a  particular  State 


is  constructing  its  error-prone  profile 
and  for  the  State’s  actual  use  of  the 
profile  in  determining  where  to  apply 
more  intensive  verification.  The  State 
agency  would  be  expected  to 
demonstrate  that  the  prevalence  of  a 
particular  type  of  error  is  likely  due  to 
lack  of  verification  and  not  some  other 
causal  factor  that  would  remain 
unaffected  (and  uncorrected)  by 
additional  verification.  The  Committee 
Report  expresses  its  intention  that  the 
Secretary  disapprove  a  request  for 
“mandatory  verification  of  virtually 
anything  showing  up  on  the  error-prone 
profile,  even  if  it  was  causing 
overissuances  of  only  a  fraction  of  one 
percent.  'The  Secretary  should  closely 
monitor  this  area,  requiring  States  to 
justify  their  proposals  for  the  items  and/ 
or  household  types  that  they  want  to 
verify  as  a  result  of  the  error-prone 
profile  data  through  a  showing  that  the 
proposals  are  supported  by  the  profile 
data"  (House  Rpt.,  p.  98). 

FNS  will  provide  assistance  upon 
request  to  States  agencies  in  developing 
the  statistical  methodology  to  construct 
an  error-prone  profile. 

The  new  legislation  alsa  allows  State 
agencies  the  option  of  verifying 
household  size,  regardless  of  whether  or 
not  it  appears  questionable,  and  this 
proposal  reflects  that  option.  Household 
size  is  distinguished  from  other  factors 
involving  household  composition  such 
as  boarder  status  or  whether  or  not  a 
particular  group  of  individuals 
customarily  purchases  and  prepares 
meals  together.  Existing  regulations 
would  remain  in  place  regarding  those 
other  factors  of  household  composition 
(although  expanded  verification  of  these 
factors  also  could  be  performed  as  a 
result  of  an  error-prone  profile).  The 
distinction  is  directed  by  the  House 
Committee  report.  (House  Rpt..  p.  97). 

Notice  of  Intent 

In  establishing  the  verification 
requirements  contained  in  the  October 
17, 1978  regulations,  the  Department  had 
several  concerns:  (1)  That  information 
provided  by  the  applicant  be  verified  to 
ensure  that  eligibility  and  allotments  are 
correctly  determined:  (2)  that  an 
unnecessary  amount  of  effort  and 
administrative  costs  are  not  spent 
verifying  information  that  is  normally 
reported  accurately  or  that  does  not 
affect  eligibility  and  allotment  levels;  (3) 
that  verification  standards  not  impede 
participation  in  the  program  by  needy 
households;  and  (4)  that  verification 
standards  are  set  to  ensure  national 
uniformity.  Subsequently,  the 
Department  received  comments 
indicating  that  it  may  be  necessary  to 
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make  some  adjustments  in  the 
requirements. 

With  the  implementation  of  an 
ongoing  quality  control  system  which 
began  on  October  1, 1979,  some  State 
agencies  requested  that  we  make  the 
verification  rules  used  by  eligibility 
workers  to  determine  the  eligibility  of 
households  for  food  stamp  benefits  more 
consistent  with  the  procedures  used  by 
quality  control  reviewers  to  measure  the 
accuracy  and  validity  of  eligibility 
determinations. 

In  addition,  some  State  agencies 
requested  that  they  be  allowed  to 
implement  verification  requirements  in 
addition  to  those  contained  in  the 
October  17, 1978  regulations.  These 
State  agencies  felt  Aat  additional 
verification  requirements  could  enhance 
program  accountability. 

Based  on  the  above  concerns  voiced 
by  State  agencies,  the  Department 
published  a  Notice  of  Intent  on  October 
12, 1979,  concerning  the  possibility  of 
changing  the  requirements  for  verifying 
information  in  determining  household 
eligibility  for  food  stamp  benefits  which 
are  contained  in  §  273.2  of  the  Food 
Stamp  Regulations.  In  response  to  this 
Notice,  137  individuals,  groups,  agencies 
and  organizations  submitted  comment 
letters. 

With  regard  to  whether  verification 
need  to  be  changed  at  this  time,  the 
comment  letters  were  basically  divided 
into  two  groups.  One  group  including  7 
State  and  local  agencies,  and  nearly  all 
public  interest  groups  and  individual 
commenters,  expressed  a  general 
preference  of  no  change  or  change 
conditional  on  evidence  that  current 
policy  contributed  to  a  high  error  rate. 
The  second  group,  including  37  State 
and  local  offices,  supported  increasing 
verification  requirements. 

Nearly  all  public  interest  groups  and 
individuals  opposed  any  changes  in 
current  verification  requirements 
because  they  believed  this  would  result 
in  harassment  of  clients  and  would  ^ 
present  a  barrier  to  participation.  One 
group  suggested  that  verification  be 
changed  only  in  areas  where  known 
information  indicated  a  problem. 

The  proposed  revisions  to  verification 
requirements  contained  in  this 
rulemaking  respond  to  concerns  to 
strengthen  program  integrity  by 
providing  State  agencies  more  discretion 
in  a  number  of  areas  in  determining 
which  eligibility  factors  to  verify. 

In  developing  these  proposed 
verification  procedures,  the  Department 
has  sought  to  achieve  a  balance  among 
four  factors;  the  reduction  of  errors,  the 
administrative  cost  of  verification,  the 
‘effect  of  verification  on  program 


accessibility,  and  the  administrative 
feasibility  of  these  proposed  procedures. 

Mandatory  Verification 

Some  commenters  pointed  out  what 
they  believed  to  be  an  inconsistency  in 
the  current  regulations.  They  noted  that 
identity  and  residency  had  to  be  verified 
for  households  applying  for  expeditied 
service,  but  that  the  current  regulations 
do  not  specifically  state  that  identity 
and  residency  must  be  verified  for  other 
households. 

This  was  not  intended  as  an 
inconsistency.  In  promulgating  the 
October  17, 1978  rules,  the  Department 
assumed  that  information  attesting  to 
the  household’s  identity  and  residency 
would  be  captured  as  part  of  the  regular 
verification  process.  For  example, 
income  stubs  and  utility  bills  would 
contain  this  information.  However,  since 
normal  verification  may  be  postponed 
when  an  applicant  is  considered  under 
the  expedited  service  rules,  the 
Department  was  concerned  that  without 
a  special  effort  to  verify  identity  and 
residency,  the  accuracy  of  these  items 
might  not  be  confirmed  prior  to  the 
issuance  of  an  emergency  allotment. 
Therefore,  verification  of  identity  and 
residency  was  specifically  required  in  > 
expedited  service  cases. 

To  clarify  this  issue,  this  rulemaking 
proposes  that  identity  and  residency  be 
added  to  the  list  of  eligibility  factors  for 
which  verification  is  mandatory  during 
regular  application  processing.  This  is 
not  intended  to  result  in  a  change  in 
procedure  or  need  for  additional 
verification,  however.  Documents  that 
are  used  to  verify  other  factors  should 
normally  suffice  to  confirm  identity  and 
residency,  as  well.  The  change  is 
intended  principally  as  clarification. 

To  this  end,  the  Department  wishes  to 
clarify  that  this  modification  in 
verification  rules  would  not  establish  a 
durational  residency  requirement;  the 
provisions  of  §  273.3  remain  intact. 

In  addition.  State  agencies  would  not 
be  allowed  to  require  that  applicants 
produce  birth  certificates  to  verify 
identity.  Any  document  establishing 
identity  would  be  accepted,  in 
accordance  with  §  273.2  (f)(4)  and  (5). 

Optional  Verification 

Presently  State  agencies  may 
determine  when,  to  verify  liquid 
resources  or  if  moneys  received  by 
households  are  loans,  so  long  as  those 
items  are,  at  a  minimum,  verified  when 
questionable.  In  comments  on  the  Notice 
of  Intent,  State  agencies  requested  more 
authority  and  flexibility  to  determine 
when  to  verify  other  eligibility  factors  as 
well.  The  Department  is  now  proposing 
to  extend  significantly  the  number  of 


factors  which  States  can  determine 
when  to  verify,  so  long  as  verification  is 
conducted  at  least  whenever  the  item  is 
questionable.  Although  error-prone 
profiles  will  allow  States  to  verify  those 
factors  of  eligibility  subject  to  high  error 
rates,  their  true  effectiveness  cannot  be 
determined  at  this  early  stage.  Therefore 
these  proposed  options  may  serve  as 
interim  methods  of  verification  for  State 
agencies  to  use  until  the  results  of  the 
use  of  error-prone  profiles  are  analyzed. 

First,  all  shelter  costs,  except  utilities, 
would  be  put  in  the  same  category  as 
liquid  resources  and  loans  for  an  initial 
certification.  State  agencies  would 
determine  when  to  verify  these  factors, 
verifying  at  a  minimum  when  the  factors 
are  questionable.  Shelter  costs 
constitute  major  expenses,  and  a 
number  of  commenters  believed  errors 
could  be  reduced  significantly  by 
verifying  these  major  expenses.  In 
addition,  there  are  certain  types  of 
households  (elderly  and  SSI  recipients 
and  those  receiving  disability  payments 
under  Title  II  of  the  Social  Security  Act) 
which  now  receive  an  excess  shelter 
deduction  for  the  entire  monthly  cost 
that  exceeds  50  percent  of  the 
household's  monthly  net  income.  By 
lifting  the  maximum  allowed  for  the 
combined  dependent  care/excess 
shelter  deduction,  household  eligibility 
and  benefit  levels  are  more  sensitive  to 
changes  in  the  amount  of  shelter  costs. 

This  State  option  would  be  on  a  one¬ 
time  basis.  At  subsequent  certifications, 
the  State  option  regarding  shelter  costs 
other  than  utilities,  would  apply  only  if 
the  household  had  moved  or  reported  an 
increase  in  the  amount  of  its  individual 
shelter  costs  such  as  rent  (in  which 
cases  those  individual  shelter  costs  that 
had  changed  could  be  reverified). 
Otherwise,  these  factors  would  be 
verified  only  if  questionable.  The  reason 
for  this  is  that  shelter  costs  other  than 
utilities,  such  as  rent  and  mortgage 
payments,  are  extremely  unlikely  to  go 
down.  If  they  have  been  verified  once, 
and  the  household  has  not  moved  or 
reported  an  increase  in  these  payments, 
there  would  be  no  reason  to  routinely 
verify  these  items  again  unless  they 
were  questionable. 

The  Department  is  also  proposing  a 
new  option  in  the  area  of  utility 
expenses.  The  current  requirement  that 
State  agencies  must  verify  utility 
expenses  that  exceed  the  State’s 
standard  utility  allowance  is  being 
retained.  Several  commenters  requested 
a  State  agency  option  to  verify  that 
households  claiming  the  utility  standard 
do  indeed  incur  a  utility  expense  and 
are  entitled  to  the  standard.  This 
suggestion  is  incorporated  in  the 
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proposed  rule.  State  agencies  would 
have  the  option  of  determining  when  to 
verify  the  existence  of  bills  for  one 
utility  to  substantiate  the  household’s 
eligibility  for  the  standard  allowance. 
Those  State  agencies  with  separate 
standards  for  each  utility  which  choose 
this  option  would  be  able  to  verify  the 
existence  of  bills  for  the  heating/cooling 
utility  and  one  other  utility.  This  option 
would  apply  to  the  fact  that  the 
household  was  incurring  bills  for  a 
utility,  and  not  of  the  amount  of  the 
utility  bill.  The  utility  cost,  itself,  would 
be  verified  only  if  the  household  wished 
to  claim  expenses  in  excess  of  the  utility 
standard  and  the  expense  would  result 
in  a  deduction  in  accordance  with 
§  273.2(f){l){iii).  This  option  would  be  on 
a  one-time  basis  unless  the  household 
moved  or  changed  its  utilities. 

The  Department  also  proposes  to 
allow  State  agencies  the  option  of 
determining  when  to  verify  that  a 
household  is  incurring  a  dependent  care 
expense  and, the  amount  of  that 
expense.  As  with  shelter  costs,  this  is  a 
major  deductible  item  and  can  have  a 
significant  effect  on  eligibility  and 
benefit  levels.  Verification  would  be  on 
a  one-time  basis  unless  the  provider  or 
amount  has  changed. 

Finally,  as  noted  previously,  this 
rulemaking  would  allow  State  agencies 
to  determine  when  to  verify  household 
size. 

Some  further  elaboration  is  also 
necessary  on  how  the  State  option  is 
intended  to  work.  Some  commenters 
believed  that  a  State’s  options  under 
current  rules  are  restricted  to  verifying 
liquid  resources  or  loans  for  every 
household,  or  verifying  only  in 
questionable  cases.  Some  commenters 
believed  that  there  was  no  middle 
ground. 

This  was  not  the  intention  of  the 
October  17, 1978  rulemaking,  nor  is  it  the 
intention  of  the  current  rulemaking. 
States  are  allowed  to  determine  when  to 
verify  these  items,  without  FNS 
approval,  so  long  as  they  are  at  least 
verified  when  questionable.  A  State 
agency  could  establish  its  own 
standards  for  the  use  of  verification,  so 
long  as  its  standard  is  at  least  as 
comprehensive  as  the  Department’s 
“questionable”  standard  and  does  not 
allow  inadvertent  discrimination.  State 
agencies  could  elect  to  allow  more  room 
for  caseworker  decisions  on  when  to 
verify  and  when  not  to  verify  these 
items  so  long  as  all  questionable  factors 
are  verified. 

State  agencies  could  also  elect  to 
adopt  different  verification  policies  on 
these  factors  in  different  project  areas. 
The  determination  as  to  what 
verification  policy  will  apply  at  the 


project  area  level  must  be  approved  at 
the  State  level. 

In  light  of  the  expanded  options  for 
State  verification,  as  well  as  the  use  of 
error-prone  profiles,  the  Department  is 
not  proposing  to  change  its  definition  of 
“questionable”  set  forth  in  §  273.2(f)(2). 
Information  on  the  application  is 
considered  questionable  if  it  is 
inconsistent  with  statements  made  by 
the  applicant,  inconsistent  with 
information  on  the  application  or 
previous  applications,  or  inconsistent 
with  other  information  received  by  the 
State  agency. 

The  Department  did  receive  a  number 
of  comments  on  this  definition. 

However,  the  basic  theme  of  many  of 
the  comments  was  to  redefine  the  term 
to  provide  States  with  more  flexibility  to 
verify  eligibility  factors.  This  goal  would 
be  accomplished  through  the  expanded 
State  options  and  the  error-prone 
profiles. 

Moreover,  the  commenters  arrived  at 
no  consensus  on  how  to  redefine  the 
terms;  some  suggested  changes 
conflicted  with  other  suggestions,  and 
most  suggested  changes  posed  new 
problems. 

The  Department  believes  that 
tinkering  with  this  definition  is  not  as 
effective  a  response  to  commenters’ 
concern  as  the  other  changes  included  in 
the  proposal. 

Regulations  published  July  8, 1980,  (45 
FR  46036)  which  addressed  in  part, 
student  provisions,  and  which  deleted 
§  273.2(0(2)(iii),  Tax  Dependency,  did 
not  make  any  reference  to  student 
verification  requirements.  The 
Department  w'elcomes  comments  on  this 
issue. 

Sources  of  Verification 

Presently,  regulations  allow  State 
agencies  to  use  a  collateral  contact  or 
home  visit  only  when  documentary 
evidence  cannot  be  obtained.  Some 
commenters  believed  this  was  too 
restrictive.  The  Department  is  proposing 
to  allow  State  agencies  more  flexibility 
in  determining  when  to  use  a  collateral 
contact  or  home  visit.  States  would  now 
be  allowed  to  use  a  collateral  contact  or 
home  visit  whenever  documentary 
evidence  is  judged  insufficient  to  make  a 
firm  determination  of  eligibility  or 
benefit  levels,  as  well  as  whenever 
documentary  evidence  cannot  be 
obtained.  Documentary  evidence  may 
be  considered  insufficient,  for  example, 
when  the  household  presents  pay  stubs 
which  do  not  represent  an  accurate 
picture  of  the  household's  income  (such 
as,  out-dated  pay  stubs).  A  document 
presented  to  establish  identity  that 
appears  to  have  been  falsified  may  also 
be  determined  insufficient. 


Home  visits  would  still  need  to  be 
scheduled  in  advance  with  the 
household.  The  House  Committee  report 
is  unequivocal  in  this  matter,  and 
declares  that  constitutional  protections 
must  continue  to  be  provided.  The 
Report  States:  “In  Reyes  v.  Edumunds, 
472  F.  Supp.  1218,  48  U.S.L  Week.  2078 
(D.  Minn.  1979),  a  Federal  district  court 
decided  that  unaimoimced  home  visits 
without  advance  notice  or  arrangement 
for  the  purpose  of  investigating  welfare 
fraud  complaints  contravened  the 
Fourth  Amendment  as  unreasonable 
^  searches.  Accordingly,  the  Committee 
had  not  changed  the  status  of  home 
visits  in  current  law.”  House  RpL,  p.  98. 
However,  the  Department  wishes  to 
emphasize  that  a  household  may  not 
refuse  to  allow  a  home  visit  If  the  State 
agency  attempts  to  schedule  a  home 
visit  but  a  household  simply  refuses  to 
allow  the  visit,  the  household  should  be 
denied  for  refusal  to  cooperate. 

This  proposed  rule  also  clarifies  that 
those  sources  of  verification  to  which 
the  State  agency  has  routine  access  are 
not  considered  collateral  contacts  and, 
therefore,  do  not  require  the  household’s 
consent.  This  includes  the  State  Data 
Exchange  (SDX)  and  the  Beneficiary 
Data  Exchange  (Bendex).  Regulations 
published  April  22, 1980  (45  FR  27426) 
specify  that  a  release  statement  from  the 
household  is  not  needed  provided  the 
State  agency  makes  the  appropriate 
data  request  to  SSA  or  executes  any 
SDX  or  Bendex  data  exchange 
agreements  required  by  the  Social 
Security  Administration.  A  household’s 
release  statement  is  also  not  required  in 
those  States  where  a  routine  access 
agreement  exists  with  those  agencies 
administering  unemployment 
compensation,  public  assistance  and  the 
like.  Pub.  L  96-249  provides  the 
necessary  legal  foundation  for  access  to 
a  variety  of  wage,  benefit,  and  other 
information  contained  in  Social  Security 
Administration  files  and  in  files 
maintained  by  State  unemployment 
compensation  agencies.  These 
provisions  will  be  addressed  in  a  future 
rulemaking. 

Documentation 

Four  commenters  requested  that  the 
requirement  for  documenting  in  the 
casefile  why  an  item  is  considered 
questionable  be  dropped.  However, 
documentation  as  to  why  an  item  is 
questionable  and  how  it  was  then 
verified  is  needed  if  a  reviewer  is  to 
determine  the  reasonableness  of  the 
determination  and  to  assure  that 
regulatory  requirements  on  verification 
are  complied  with. 

This  proposed  rulemaking  would, 
however,  ease  the  documentation 
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requirements  in  two  respects.  First,  as 
discussed  above,  States  would  have 
options  to  go  beyond  the  “questionable” 
determination,  in  which  case,  such  a 
determination  would  not  need  to  be 
documented.  Secondly,  the  Department 
proposes  to  clarify  that  for 
documentation  purposes  State  agencies 
could,  at  a  minimum,  indicate  where  in 
the  casefile  the  discrepancy  exists,  and 
what  documentation  was  required  to 
resolve  the  questionable  information. 
This  should  cut  down  on  time  spent 
documenting  the  "why”  and  “how”  of 
questionable  information.  For  example, 
if  a  discrepancy  exists  within  the  case 
file  (e.g.  a  household  reports  receipt  of 
alimony  in  a  previous  application  but 
does  not  report  any  in  a  new 
application],  the  eligibility  worker  could 
write  a  brief  statement  such  as  “Page  3 
of  previous  and  new  applications  show 
alimony  discrepancy;  contacted  ex¬ 
spouse  who  is  currently  unemployed 
and  cannot  make  payments.” 

Changes  Resulting  in  Increased  Benefits 

Under  current  regulations,  the  State 
agency  must  act  promptly  on  all  changes 
affecting  eligibility  or  benefit  levels  that 
occur  during  a  certification  period.  In 
most  cases  in  which  the  change  would 
result  in  an  increase  in  benefits,  the  ^ 
change  must  be  reflected  in  the  next 
normal  monthly  allotment,  or  a 
supplementary  benefit  must  be  provided 
in  the  next  month. 

Current  rules  require  that  in  such 
cases,  any  required  verification  must  be 
obtained  prior  to  issuance  of  the  second 
normal  monthly  allotment  after  the 
change  is  reported.  If  the  household 
does  not  provide  verification,  the 
household’s  benefits  revert  to  the 
original  benefit  level. 

A  niunber  of  commenters  suggested 
that,  in  the  interests  of  program 
integrity.  State  agencies  be  allowed  to 
verify  fiiese  changes  before  any  action 
need  be  taken  to  increase  a  household’s 
benefits.  The  Department  is 
incorporating  this  suggestion.  States 
would  be  permitted  to  require 
households  to  provide  verification 
within  ten  days  after  the  date  the 
change  was  reported  to  the  State 
agency.  If  the  household  did  so,  the 
State  would  have  to  continue  to  meet 
current  timeliness  standards  for 
reflecting  the  increased  benefits  in  the 
household’s  allotment,  as  prescribed  in 
§  273.12(c)(1).  If  the  household  did  not 
provide  verification  in  time,  the  State 
agency  would  not  have  to  act  until  the 
verification  was  provided.  States  would 
also  be  allowed  to  continue  the  current 
procedure  of  obtaining  verification 
before  the  second  normal  monthly 
allotment  after  the  change  is  reported. 


Whenever  a  State  agency  increases  a 
household’s  benefits  to  reflect  a 
reported  change  and  subsequent 
verification  shows  that  the  household 
was  actually  eligible  for  fewer  benefits, 
the  State  agency  shall  establish  a  claim 
for  the  over-issuance  in  accordance  with 
§  273.18. 

Expedited  Service 

Some  comments  indicated 
misunderstanding  of  current  verification 
requirements  regarding  expedited 
service.  These  commenters  believed  that 
all  verification,  except  verification  of 
idenity  and  residency,  is  automatically 
postponed  in  all  expedited  service 
cases. 

'This  is  not  what  the  current 
regulations  envisage.  The  rules  state 
that:  ‘The  household’s  income 
statements  shall  be  verified  through  a 
collateral  contact  or  readily  available 
documentary  evidence  whenever  it  can 
be  done  in  sufficient  time  to  meet  the 
expedited  processing  standards. 
However,  benefits  shall  not  be  delayed 
beyond  the  delivery 
standard  .  .  .  solely  because  income 
has  not  been  verified.”  7  CFR 
273.2(i)(4)(i). 

The  Department  is  concerned  that 
some  State  agencies  may  be 
automatically  deferring  income 
verification  in  all  expedited  cases,  even 
when  some  verification  could  be 
accomplished  within  the  expedited 
standards.  Therefore,  this  rulemaking 
proposes  to  restructure  and  revise 
$  273.2(i)(4)(i]  to  emphasize  that  State 
agencies  are  required  to  make  every 
effort  to  verify  a  household's  income 
statements  prior  to  certifying  a  ■ 
household  under  expedited  service,  and 
that  the  sole  acceptable  reason  for  not 
verifying  income  statements  is  that  the 
verification  caimot  be  accomplished 
within  expedited  processing  standards. 
This  means,  for  example,  that  where  a 
State  agency  can  verify  a  household’s 
income  statements  in  one  day,  it  must 
not  postpone  income  verification  in 
order  to  certify  the  household  in  one  or 
two  hours. 

In  addition,  it  has  come  to  the 
Department’s  attention  that  some  State 
agencies  are  verifying  the  income 
statements  of  a  household  being 
processed  under  expedited  service  rules 
only  when  the  household  has  reported 
income.  The  proposed  regulations  allow 
State  agencies  to  verify  the  absence  of 
income  as  well.  For  example,  a 
collateral  contact  could  be  made  to 
corroborate  the  household’s  statement 
of  no  income. 

The  Department  has  always  intended 
that  State  agencies  may  also  verify  a 


household’s  report  of  no  income  under 
regular  certification  procedures. 

The  proposed  rule  specifies  that  State 
agencies  may  verify  factors  other  than 
identity,  residency  and  income  for 
expedited  cases  provided  that 
verification  can  be  accomplished  within 
expedited  processing  standards. 

Questions  have  also  arisen  as  to 
whether  work  registration  is  postponed 
in  expedited  service  cases.  The 
proposed  regulations  require  that  the 
State  agency  shall,  at  a  minimum, 
register  the  applicant  (unless  the 
applicant  is  either  exempt  or  the 
household’s  authorized  representative). 

If  other  household  members  are  subject 
to  work  registration,  the  regulations 
propose  that  these  households  also  be 
registered  prior  to  certification  if  this 
can  be  done'^within  the  expedited 
processing  standards.  However,  if 
registration  of  other  household  members 
cannot  be  accomplished  within  the 
expedited  processing  standards,  this 
shall  be  postponed.  Since  work 
registration  forms  need  not  be  filled  out 
by  the  individual  who  is  being 
registered,  the  applicant  may  in  some 
cases  be  able  to  complete  the  work 
registration  forms  for  other  household 
member(s].  The  proposed  rules  would 
allow  State  agencies  to  request  the 
applicant  to  complete  work  registration 
forms  for  other  household  members  to 
the  best  of  his  or  her  ability.  The  State 
agency  could  also  call  the  household 
and  request  the  pertinent  information  on 
other  household  members.  A 
clarification  is  added  to  the  effect  that 
verification  of  questionable  work 
exemptions  shall  be  postponed  when  the 
expedited  timeframes  cannot  be  made. 

Resources 

One  commenter  noted  that  a  new 
vehicle  may  not  be  listed  in  the  latest 
blue  book  used  by  a  State  agency. 
Language  is,  therefore,  proposed  to  say 
that,  in  those  instances,  the  State  agency 
shall  determine  the  wholesale  value 
through  some  other  means  such  as 
contacting  a  dealer  which  sells  that 
make  of  vehicle. 

Additional  Issues 

The  Department  is  requesting 
comments  on  the  feasibility  of  providing 
households  in  writing,  at  the  conclusion 
of  the  interview,  with  information  on 
what  verification  is  needed  to  make  an 
eligibility  determination.  Households 
would  then  have  a  written  reminder  of 
what  exactly  is  still  needed;  this  would 
minimize  the  chances  of  the  household 
forgetting  what  was  requested.  This 
would  not  be  an  FNS  prescribed  or 
approved  form.  State  agencies  could 
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provide  this  written  information  in 
whatever  form  they  saw  fit. 

In  summary,  the  overall  impact  of  the 
proposals  should  be  to  increase  States' 
ability  to  obtain  veritication  where 
necessary  to  improve  program  integrity. 
A  considerable  amount  of  flexibility 
would  be  provided  to  States  to 
determine  which  factors  of  eligibility  to 
verify  for  which  households. 

While  these  proposals  would  allow 
State  agencies  to  move  verification 
procedures  closer  to  quality  control 
procedures,  it  would  not  make  the  two 
sets  of  procedure  the  same.  Some 
commenters  had  asked  that  the  two  sets 
of  procedures  be  synonomous.  However, 
the  House  Committee  Report  states  that 
difference  in  the  procedures  should  be 
maintained.  The  Report  states: 

"Finally,  in  light  of  the  carefully  maintained 
balance  between  verification  that  reduces 
costly  program  error  and  verification  that 
harasses  applicants  and  prevents 
participation  without  impacting  on  error,  the 
Committee  does  not  wish  as  some  States 
have  requested,  to  equate  the  certification 
process  with  the  quality  control  review 
procedures  so  as  to  require  comparable 
verihcation  and  investigation  in  both.  What 
is  useful  for  detecting  systemic  error 
tendencies  in  the  latter  would  hopelessly  clog 
the  program  if  applied  to  the  former. 

Similarly,  the  need  for  the  quality  control 
evidence  to  highlight  operational  deficiencies 
and  indicate  where  extra  effort  would  pay  o^ 
in  program  savings  argues  against  any 
attempt  to  exclude  from  error  analysis  and 
error  rate  calculation  variances  in  elements 
which  the  State  agency  was  not  required  to 
verify  as  of  certification  absent  questionable 
information.  (House  Rept.,  p.  98). 

Implementation 

The  Department  proposes  that  State 
agencies  implement  these  verification 
procedures  no  later  than  the  first  of  the 
month  90  days  following  the  date  final 
regulations  are  published.  States  would 
be  permitted,  however,  to  implement 
these  rules  as  soon  as  possible  after 
publication  in  order  that  effective 
measures  could  be  taken  to  reduce 
errors  during  the  new  QC  review  period. 

The  Department  proposes  that  Parts 
272  and  273  of  the  Federal  Regulations 
be  amended  to  read  as  follows: 

PART  272— REQUIREMENTS  FOR 
PARTICIPATING  STATE  AGENCIES 

1.  In  §  272.1,  a  new  subparagraph  (22) 
is  added  to  paragraph  (g)  of  that 
subsection  to  read  as  follows: 

§  272.1  General  terms  and  conditions. 
***** 

(g)  Implementation.  *  *  * 

(22)  Amendment  179.  State  agencies 
shall  implement  the  verification 
procedures  in  §  §  273.2,  273.8,  and  273.12 
no  later  than  the  first  of  the  month  90 


days  following  publication  of  final 
regulations. 

***** 

PART  273— CERTIFICATION  OF 
ELIGIBLE  HOUSEHOLDS 

Part  273  is  amended  as  follows: 

1.  In  §  273.2(f): 

a.  Subparagraph  (1)  is  amended  by 
adding  new  subparagraphs  (vi)  and  (vii). 

b.  Subparagraphs  (2)  and  (2](i)  are 
revised  and  (2)(iii]  is  deleted. 

c.  Subparagraph  (3)  is  revised  and 
new  subparagraphs  (i)  through  (vi)  are 
added. 

d.  Subparagraphs  (4)(i)  and  (iil),  (5), 
and  (6),  are  revised;  4(ii)  is  amended  by 
adding  two  sentences  at  the  end. 

e.  Subparagraph  (9)(i)  is  amended. 

2.  In  §  273.2(i),  subparagraph  (4](i)  is 
revised. 

The  amended  provisions  read  as 
follows: 

§  273.2  Application  processing. 
***** 

(f)  Verification  *  *  * 

(1)  Mandatory  verification  *  *  * 

***** 

(vi)  Residency.  The  residency 
requirements  of  §  273.3  shall  be  verified 
for  all  households.  Verification  of 
residency  should  be  accomplished  in 
conjunction  with  the  verification  of 
other  information  such  as,  but  not 
limited  to,  rent  and  mortgage  payments, 
utility  expenses,  and  identity. 

Documents  used  to  verify  other  factors 
of  eligibility  should  normally  suffice  to 
verify  residency  as  well.  No  durational 
residency  requirement  shall  be 
established. 

(vii)  Identity.  The  applicant’s  identity 
shall  be  verified.  Examples  of 
acceptable  documentary  evidence  which 
the  applicant  may  provide  include,  but 
are  not  limited  to,  a  driver’s  license,  a 
work  or  school  ID,  an  ID  for  health 
benefits  or  for  another  assistance  or 
social  services  program,  a  voter 
registration  card,  wage  stubs,  or  a  birth 
certificate.  Any  documents  which 
reasonably  establish  the  applicant’s 
identity  must  be  accepted,  and  no 
requirement  for  a  specific  type  of 
document,  such  as  a  birth  certificate, 
may  be  imposed. 

(2)  Verification  of  questionable  . 
information.  With  tiie  exception  of  those 
items  specified  in  paragraph  (3)  of  this 
subsection  which  the  State  agency  has 
opted  to  verify.  State  agencies  shall 
verify  all  other  factors  of  eligibility  prior 
to  certification  only  if  they  are 
questionable  as  indicated  in  this 
paragraph  and  affect  a  household’s 
eligibility  or  benefit  level.  To  be 
considered  questionable,  the 


information  on  the  application  must  be 
inconsistent  with  statements  made  by 
the  applicant,  inconsistent  with  other 
information  on  the  application  or 
previous  applications,  or  inconsistent 
with  information  received  by  the  State 
agency.  When  determining  if 
information  is  questionable,  the  State 
agency  shall  base  the  decision  on  each 
household’s  individual  circumstances.  A 
household’s  report  of  expenses  which 
exceed  its  income  may  be  groimds  for  a 
determination  that  further  verification  is 
required.  Additionally,  a  household 
reporting  no  income  while  still  managing 
its  financial  affairs  could  in  some 
instances  justify  the  requirement  for 
additional  verification.  However,  these 
circumstances  shall  not,  in  and  of 
themselves,  be  groimds  for  a  denial.  The 
State  agency  shall  instead  explore  with 
the  household  how  it  is  managing  its 
finances,  whether  the  household 
receives  excluded  income  or  has 
resources,  and  how  long  the  household 
has  managed  under  these 
circumstances.  Procedures  described 
below  shall  apply  when  information 
concerning  one  of  the  following 
eligibility  requirements  is  questionable: 

(i)  Household  composition.  With  the 
exception  of  household  size  if  the  State 
agency  opts  for  more  frequent 
verification  of  this  item  in  accordance 
with  paragraph  (f)(3)  of  this  section. 
State  agencies  shall  verify  factors 
affecting  the  composition  of  a  household 
such  as  boarder  status,  if  questionable. 
However,  due  to  the  difficulty  in 
verifying  whether  or  not  a  group  of 
individuals  customarily  purchases  and 
prepares  meals  together  and,  therefore, 
constitutes  a  household.  State  agencies 
shall  generally  accept  the  household’s 
statement  regarding  food  preparation 
and  purchasing. 

***** 

(iii)  [Deleted] 

(3)  State  agency  options.  The  State 
agency  may  determine  when  to  verify 
the  following  items  on  a  uniform  basis 
within  a  State  or  project  area  provided 
that,  at  a  minimum,  these  items  are 
verified  if  questionable  as  specified  in 
paragraph  (2)  of  this  subsection.  If  these 
Actors  are  not  verified  on  a  uniform 
basis  within  a  State,  the  State  agency 
shall  approve  the  verification  policies 
which  will  be  applied  at  the  project  area 
level. 

If  a  State  agency  opts  to  verify  a 
deductible  expense  and  obtaining  the 
verification  may  delay  the  household’s 
certification,  the  State  agency  shall 
advise  the  household  that  its  eligibility 
and  benefit  level  may  be  determined 
without  providing  a  deduction  for  the 
claimed  but  unverified  expense.  This 
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provision  also  applies  to  the  allowance 
of  medical  expenses  as  specified  in 
subparagraph  (f)(l)(iv)  of  this  section. 
Shelter  costs  would  be  computed 
without  including  the  imverified 
components.  The  standard  utility 
allowance  shall  be  used  if  the  household 
is  entitled  to  claim  it  and  has  not 
verified  higher  actual  costs.  If  the 
expense  cannot  be  verified  within  30 
days  of  the  date  of  application,  the  State 
agency  shall  determine  the  household's 
eligibility  and  benefit  level  without 
providing  a  deduction  for  the  unverified 
expense.  If  the  household  subsequently 
provides  the  missing  verification,  the 
State  agency  shall  redetermine  the 
household’s  benefits,  and  provide 
increased  benefits,  if  any,  in  accordance 
with  the  timeliness  standards  in  §  273.12 
on  reported  changes.  The  household 
shall  be  entitled  to  the  restoration  of  any 
benefits  as  a  result  of  the  disallowance 
of  the  expense  only  if  the  expense  could 
not  be  verified  within  30-day  processing 
standard  because  the  State  agency 
failed  to  allow  the  household  sufficient 
time,’ as  defined  in  paragraph  (h)(1)  of 
this  subsection,  to  verify  the  expense.  If 
the  household  would  be  ineligible  unless 
the  expense  is  allowed,  the  household’s 
application  shall  be  handled  as  provided 
in  paragraph  (h)  of  this  section. 

(i)  Liquid  resources  and  loans.  The 
State  agency  may  verify  liquid  resources 
and  if  monies  received  by  households 
are  loans.  When  verifying  that  income  is 
exempt  as  a  loan,  a  legally  binding 
agreement  is  not  required.  A  simple 
statement  signed  by  both  parties  which 
indicates  that  the  payment  is  a  loan  and 
must  be  repaid  shall  be  sufficient 
verification.  However,  if  the  household 
receives  payments  on  a  recurrent  or 
regular  basis  from  the  same  source  but 
claims  the  payments  are  loans,  the  State 
agency  may  also  require  that  the 
provider  of  the  loan  sign  an  affidavit 
which  states  that  repayments  are  being 
made  or  that  payments  will  be  made  in 
accordance  with  an  established 
repayment  schedule. 

(ii)  Continuing  shelter  charges.  The 
State  agency  may  verify  those  shelter 
costs  as  specified  in  §  273.9(d)(5),  other 
than  utilities,  if  allowing  the  expense 
would  result  in  a  deduction.  For 
example,  for  those  households  subject  to 
a  shelter  maximum,  rent  would  not  be 
verified  if  the  household’s  child  care 
expenses  exceeded  the  limit  on  the 
combined  dependent  care/sheller 
deduction  since  the  amount  of  the  rent 
could  not  alter  the  amount  of  the 
deduction. 

(iii)  Utility  expenses.  For  those 
households  entitled  to  claim  the 
standard  utility  allowance  a  specified  in 


§  273.9(d)(6),  the  State  agency  may 
verify  that  the  household  actually  incurs 
one  utility  cost,  although  the  State 
agency  would  not  verify  the  amount  of 
the  cost.  If  the  State  has  separate 
standards  for  each  utility,  the  State 
agency  may  verify  that  the  household 
actually  incurs  costs  for  the  heating/ 
cooling  utility  and  one  other  utility. 

(iv)  Dependent  care  costs.  For  those 
households  claiming  dependent  care 
costs  as  specified  in  §  273.9(d)(4),  the 
State  agency  may  verify  that  the 
household  actually  incurs  the  costs  and 
the  actual  amount  of  the  costs,  if 
allowing  the  expense  would  actually 
result  in  a  deduction. 

(v)  Household  size.  State  agencies 
may  verify  household  size.  Other  factors 
involving  household  composition  such 
as  boarder  status  or  whether  or  not  a 
particular  group  of  individuals 
customarily  purchases  and  prepares 
meals  together  shall  not  be  verified 
unless  questionable  in  accordance  with 
§  273.2(f)(2)(i)  or  with  prior  FNS 
approval  in  accordance  with  paragraph 

(vi)  of  this  subsection. 

(vi)  Error-prone  profiles.  The  State 
agency  may,  with  prior  FNS  approval, 
require  additional  verification  of  other 
eligibility  factors  as  indicated  by  error- 
prone  household  profiles  developed  and 
based  on  statistically  valid  data  derived 
from  the  State  agency’s  quality  control 
review,  audits,  or  other  special  reviews 
in  accordance  with  §  275.15(a)(2).  These 
expanded  verification  requirements 
would  be  applied  only  to  those 
particular  eligibility  factors  and/or 
households  identified  as  being  error- 
prone,  and  would  apply  only  on  a 
uniform  basis  statewide  or  in  one  or 
more  project  areas.  In  addition,  if  the 
State  agency’s  error-prone  household 
profiles  demonstrate  that  verification  of 
particular  eligibility  factors  (other  than 
gross  nonexempt. income,  declared  alien 
status,  and  social  security  numbers) 
mandated  under  §  273.2{^(1)  is  not 
needed  for  particular  categories  of 
households,  the  State  agency  may,  with 
prior  FNS  approval,  appropriately 
reduce  mandatory  verification.  FNS 
must  approve  both  the  statistical 
methodology  by  which  a  State  agency’s 
error-prone  profile  is  constructed,  and 
the  State  agency’s  proposed  use  of  the 
profile  in  determining  where  to  apply 
more  intensive  (and/or  less  intensive) 
verification. 

(4)  Sources  of  Verification. — (i) 
Documentary  evidence.  State  agencies 
shall  use  documentary  evidence  as  the 
prmary  source  of  verification. 
Documentary  evidence  consists  of  a 
written  confirmation  of  a  household’s 
circumstances.  Examples  of 
documentary  evidence  include  wage 


stubs,  rent  receipts,  and  utility  bills. 
Although  documentary  evidence  shall 
be  the  primary  source  of  verification, 
acceptable  verification  shall  not  be 
limited  to  any  single  type  of  document 
and  may  be  obtained  t^ugh  the 
household  or  other  source.  Whenever 
documentary  evidence  cannot  be 
obtained  or  is  insufficient  to  make  a  firm 
determination  of  eligibility  or  benefit 
level,  the  eligibility  worker  may  require 
collateral  contacts  or  home  visits.  For 
example,  documentary  evidence  may  be 
considered  insufficient  when  the 
household  presents  pay  stubs  which  do 
not  represent  an  accurate  picture  of  the 
household’s  income  (such  as  out-dated 
pay  stubs)  or  identification  papers 
appear  to  be  fasified. 

(ii)  Collateral  contacts.  *  *  * 

Those  sources  of  verification  to  which 

the  State  agency  has  routine  access  are 
not  considered  collateral  contacts,  and 
therefore  need  not  be  designated  by  the 
household.  Examples  are  the  Beneficiary 
Data  Exchange  (BENDEX)  and  the  State 
Data  Exchange  (SDX)  and  any  agency 
where  a  routine  access  agreement 
exists. 

(iii)  Home  visits.  Home  visits  may  be 
used  as  verification  only  when 
documentary  evidence  is  insufficient  to 
make  a  firm  determination  of  eligibility 
or  benefit  level,  or  cannot  be  obtained, 
and  the  home  visit  is  scheduled  in 
advance  with  the  household. 
***** 

(5)  Responsibility  for  obtaining 
verification. 

(i)  The  household  has  primary 
responsibility  for  providing 
documefttary  evidence  to  support  its 
income  statements  and  to  resolve  any 
questionable  information.  Households 
may  supply  documentary  evidence  in 
person,  through  the  mail,  or  through  an 
authorized  representative.  The  State 
agency  shall  accept  any  reasonable 
documentary  evidence  provided  by  the 
household  and  shall  be  primarily 
concerned  with  how  adequately  the 
verification  proves  the  statements  on  the 
application.  If  it  would  be  difficult  or 
impossible  for  the  household  to  obtain 
the  documentary  evidence  in  a  timely 
manner  or  the  household  has  presented 
insufficient  documentation,  the  State 
agency  shall  either  offer  assistance  to 
the  household  in  obtaining  the 
documentary  evidence,  except  as 
otherwise  stated  in  this  section,  or  shall 
use  a  collateral  contact  or  home  visit. 
The  State  agency  shall  not  require  the 
household  to  present  verification  in 
person  at  the  food  stamp  office. 

(ii)  Whenever  documentary  evidence 
is  insufficient  to  make  a  firm 
determination  of  eligibility  or  benefit 
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level,  or  cannot  be  obtained,  the  State 
agency  may  require  a  collateral  contact 
or  a  home  visit.  The  State  agency  shall 
rely  on  the  household  to  provide  the 
name  of  any  collateral  contact.  The 
household  may  request  assistance  in 
designating  a  collateral  contact.  The 
State  agency  is  not  required  to  use  a 
collateral  contact  designated  by  the 
household  if  the  collateral  contact 
cannot  be  expected  to  provide  cn 
accurate  third-party  verification.  When 
the  collateral  contact  designated  by  the 
household  is  unacceptable,  the  State 
agency  shall  either  ask  the  household  to 
designate  another  collateral  contact  or 
substitute  a  home  visit.  The  State 
agency  is  responsible  for  obtaining 
verification  from  acceptable  collateral 
contacts. 

(6)  Documentation.  Case  files  must  be 
documented  to  support  eligibility, 
ineligibility,  and  beneHt  level 
determinations.  Documentation  shall  be 
in  sufficient  detail  to  permit  a  reviewer 
to  determine  the  reasonableness  and 
accuracy  of  the  determination.  Where 
verification  was  required  to  resolve 
questionable  information,  the  State 
agency  shall  document  why  the 
information  was  considered 
questionable,  or  at  a  minimum  indicate 
where  in  the  casefile  the  inconsistency 
exists,  and  what  documentation  was 
used  to  resolve  the  questionable 
information.  The  State  agency  shall  also 
document  the  reason  why  an  alternate 
source  of  verification,  such  as  a 
collateral  contact  or  home  visit,  was 
needed,  and  the  reason  a  collateral 
contact  was  rejected  and  an  alternate 
requested. 

***** 

(9)  Verification  subsequent  to  initial 
certification. — 

(i)  Recertification.  (A)  At 
recertification  the  State  agency  shall 
verify  a  change  in  income,  medical 
expenses,  or  actual  utility  expenses 
claimed  by  a  household  if  the  source  has 
changed  or  the  amount  has  changed  by 
more  than  $25  since  the  last  time  they 
were  verified.  State  agencies  may  verify 
income,  medical  expenses  or  actual 
utility  expenses  claimed  by  households 
which  are  unchanged  or  have  changed 
by  $25  or  less,  provided  verification  is, 
at  a  minimum,  required  when 
information  is  questionable  as  dehned 
in  paragraph  (f)(2]  of  this  section. 

(B)  Newly  obtained  social  security 
numbers  shall  be  verified  at 
recertiHcation  in  accordance  with 
verification  procedures  outlined  in 
273.2(f)(l)(v). 

(C)  Unchanged  information,  other 
than  income,  medical  expenses,  and 
actual  utility  expenses  shall  not  be 


verified  at  recertification  imless  the 
information  is  questionable  as  defined 
in  paragraph  (f](2]  of  this  section. 

Changes  in  items  other  than  income, 
medical  expenses  or  actual  utility 
expenses  shall  be  subject  to  the  same 
verification  procedures  as  at  initial 
certification.  For  example,  dependent 
care  costs  (unless  questionable]  may  be 
reverified  at  State  option  only  if  the  care 
provider  has  changed  or  the  amount  has 
changed  and  the  change  would  affect 
the  level  of  the  deduction.  Shelter  costs 
other  than  utilities  may  (if  not 
questionable]  be  reverified  only  if  the 
household  has  moved  or  has  reported  a 
change  in  the  amoimt  of  individual 
shelter  cost  components  and  the  change 
would  affect  the  level  of  the  deduction. 

(If  the  household  reports  a  change  in  the 
cost  of  particular  shelter  components, 
only  those  components  that  have 
changed  may  be  reverified].  A 
household’s  eligibility  to  claim  the 
standard  utility  allowance  may  be 
reverified  (unless  questionable]  only  if 
the  household  has  moved  or  changed 
utilities. 

****** 

{\)  Expedited  Service.*  *  * 

***** 

(4]  Special  procedures  for  expediting 
service. 

(i]  To  expedite  the  certification 
process,  the  State  agency  shall  postpone 
the  verification  required  by  §  273.2(f] 
except  that  (A]  the  household’s  identity 
and  residency  shall  be  verified  through 
a  collateral  contact  or  readily  available 
documentary  evidence  as  specified  in 
paragraph  (^(1]  of  this  subsection,  and 
(B]  all  reasonable  efforts  shall  be  made 
to  verify  the  household’s  income 
statement  (including  a  statement  that 
the  household  has  no  income]  within  the 
expedited  processing  standards,  through 
collateral  contacts,  or  readily  available 
documentary  evidence.  However, 
benefits  shall  not  be  delayed  beyond  the 
delivery  standards  prescribed  in 
paragraph  (i](3]  of  this  subsection,  solely 
because  income  has  not  been  verified. 
State  agencies  also  may  verify  factors 
other  than  identity,  residency,  and 
income  provided  that  verification  can  be 
accomplished  within  expedited 
processing  standards.  Households 
entitled  to  expedited  service  shall  not  be 
required  to  furnish  or  apply  for  a  social 
security  number  until  after  they  have 
received  their  first  allotment.  However, 
those  households  shall  be  required  to 
furnish  an  SSN  before  their  next 
issuance  in  accordance  with  subdivision 
(iii]  of  this  subparagraph.  Those 
households  unable  to  provide  the 
required  SSN’s  or  who  do  not  have  one 
prior  to  their  next  issuance  shall  be 


allowed  90  days  to  obtain  the  SSN,  in 
accordance  with  §  273.6(a](2].  With 
regard  to  the  work  registration 
requirements  specified  in  §  273.7,  the 
State  agency  shall,  at  a  minimum, 
require  the  applicant  to  register  (unless 
exempt  or  unless  the  household  has 
designated  an  authorized  representative 
to  apply  on  its  behalf  in  accordance 
with  §  273.1(f]].  Other  household 
members’  work  registration  shall  be 
postponed  if  it  caimot  be  accomplished 
within  the  expedited  service  timeframes, 
the  State  agency  may  request  that  the 
applicant  complete  the  work  registration 
forms  for  other  household  members  to 
the  best  of  his  or  her  ability.  The  State 
agency  may  also  attempt  to  accomplish 
work  registration  for  oAer  household 
members  in  a  timely  manner  through 
other  means,  such  as  calling  the 
household.  In  addition,  verification  of 
questionable  work  registration 
exemptions  shall  be  postponed  if  the 
expedited  service  timeframes  cannot  be 
met. 

***** 

3.  In  §  273.8,  a  new  sentence  is  added 
to  the  end  of  paragraph  (g]  and  reads  as 
follows: 

§  273.8  Resource  eligibility  standards. 
***** 

(g]  Fair  market  value  of  licensed 
vehicles.  *  *  *  If  a  new  vehicle  is  not 
yet  listed  in  the  blue  book,  the  State 
agency  shall  determine  the  wholesale 
value  through  some  other  means  (e.g., 
contacting  a  new  car  dealer  which  sells 
that  make  of  vehicle]. 

4.  In  §  273.12,  subparagraph  (c](l](iii] 
is  revised  as  follows: 

§  273.12  Reporting  changes. 
***** 

(c]  State  agency  action  on  changes. 
***(!]  Increase  in  benefits. 

***** 

(iii]  The  State  agency  may  elect  to 
verify  changes  which  result  in  an 
increase  in  a  household’s  benefits  in 
accordance  with  the  verification 
requirements  of  §  273.2(f](9](ii],  prior  to 
taking  action  on  these  changes.  If  the 
State  agency  elects  this  option,  it  must 
allow  the  household  10  days  fi'om  the 
date  the  change  is  reported  to  provide 
verification  required  by  §  273.2(f](9](ii]. 

If  the  household  provides  verification 
within  this  period,  the  State  agency  shall 
take  action  within  the  timeframes 
specified  in  subparagraphs  (i]  and  (ii]  of 
this  paragraph.  If  the  household 
provides  the  required  verification  at  a 
later  date,  the  timeframes  specified  in 
subparagraphs  (i]  and  (ii]  shall  run  from 
the  date  verification  is  provided  rather 
than  from  the  date  the  change  is 
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reported.  If  the  State  agency  does  not 
elect  this  option,  verification  required  by 
§  273.2{f]((9)(ii)  must  be  obtained  prior 
to  the  issuance  of  the  second  normal 
monthly  allotment  after  the  change  is 
reported.  If  in  these  circumstances  the 
household  does  not  provide  veribcation, 
the  household’s  benefits  will  revert  to 
the  original  benefit  level.  Whenever  a 
State  agency  increases  a  household’s 
benefits  to  reflect  a  reported  change  and 
subsequent  veriHcation  shows  that  the 
household  was  actually  eligible  for 
fewer  benefits,  the  State  agency  shall 
establish  a  claim  for  the  overissuance  in 
accordance  with  §  273.18.  In  cases 
where  the  State  agency  has  determined 
that  a  household  has  refused  to 
cooperate  as  debned  in  §  273.2(d],  the 
State  agency  shall  terminate  the 
household’s  eligibility  following  the 
notice  of  adverse  action. 

*  *  *  «  * 

(91  Stat.  958  (7  U.S.C.  2011-2027)) 

(Catology  of  Federal  Domestic  Assistance 
Program  No.  10.551  Food  Stamps) 

Dated;  August  7, 1980. 

Carol  Tucker  Foreman, 

Assistant  Secretary, 

(I'R  Doc.  80-24359  Filed  8-11-80:  8.45  am) 
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